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NEWS & ANALYSIS

Why Biden’s Nord Stream 2 sanctions
waliver directly threatens UKkraine
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The United States has given Russia the green light to complete its controversial Nord Stream 2
gas pipeline. Ukraine, not for the first time, feels let down by its western allies.

US President Joe Biden’s administration last week announced that it would be waiving sanctions on the major
company involved in the construction ofthe Nord Stream 2 pipeline, prompting disbelief and criticism in
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The move was made in defiance of the US Congress, which in January decided that Nord Stream 2 AG and its
< Q7 in f S
the national interests of the United States”.

Speaking subsequently at the Arctic Council in Iceland, which was attended by Russian Foreign Minister Sergei
Lavrov, Blinken added that: “Today’s actions demonstrate the administration’s commitment to energy security
in Europe, consistent with the president’s pledge to rebuild relationships with our allies and partners in
Europe.”

The decision will certainly go a long way towards defusing tensions between the US and its major European
allies which back the pipeline - notably Germany, which is dependent on Russia for its energy needs. Relations
had also become increasingly strained during the presidency of Donald Trump, and the Biden administration
has been selling the Nord Stream 2 move as a way of remedying some of the damage done.

However, the decision has been met with disbelief and fierce criticism from Ukraine, which fears that it will
free up Russia to continue meddling in its internal affairs.

Close to completion

The 1,230-kilometre, 11.6 billion US dollars pipeline across the Baltic Sea is estimated to be just 100 kilometres
short of completion and is expected to double Russian to Germany gas transit capacity to 110 billion cubic
metres per year. It is projected to be completed by the end of this summer and has been touted as offering
Europe a more stable source of gas.

Currently, and historically, the bulk of Russian gas exports to Europe pass through Ukraine, with Ukraine
receiving billions of US dollars annually in transit fees. This makes both countries somewhat dependent on
each other - Ukraine for hard currency in transit fees (and discounted rates for energy consumption) and
Russia for the transit of its main export.

However, the completion of Nord Stream 2 would allow Russia to bypass Ukraine entirely, selling gas directly
to the large European market. Not only would this deprive Ukraine of the substantial transit fees, it would also
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In a session held days after Biden's announcement, the Ukrainian parliament overwhelmingly backed a
resolution calling on US lawmakers to “use all available tools provided by US law to completely and irreversibly
stop the construction of the Nord Stream 2 gas pipeline by applying blocking sanctions against all participants
in this Russian geopolitical project”.

Ukrainian President Volodymyr Zelensky stated that the completion of the pipeline would be a “personal loss”
for Joe Biden and would be a “serious political victory” for Russia.

Biden responded to the criticism by claiming that he had “been opposed to Nord Stream 2 from the beginning”.
However, he added that “it was almost completed by the time | took office. And to go ahead and impose
sanctions now would | think be counterproductive in terms of our European relations”.

Cementing Ukrainian fears

This has cemented Ukraine’s fears that, despite its longstanding efforts to ingratiate itself to the western
powers, it will never be able to override Russia’s relative economic and geopolitical pull. The decision to waive
sanctions on the main constructors of Nord Stream 2 prove that as long as there are substantial economic-
interests at play between Russia and Europe, there will not be any concessions made for the sake of much
countries such as Ukraine.

This would derail much ofthe work Ukraine has done, particularly since the Maidan Revolution of 2014. With
the country avital component of Russia’s strategic interests, it has to come accept that so long as Ukraine
shares a border with Russia, Russia will never disappear as a player in the country’s politics.
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This material is distributed by Yorktown Solutions, LLC on behalf of the All-Ukrainian Industry Association “Federation of
Employers of the Oil and Gas Industry." Additional information is available at the Department of Justice, Washington, D.C.
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